Any siginificant deviation from fundamental value observed in a market is acctepted to be an anomaly. As one of the most commonly referred anomalies in markets, January effect may be used to explain abnormal stock returns observed in January. The aim of this paper is to examine the January effect in two emerging markets for the time period between 2000 and 2014 using daily closing prices with power ratios analysis. Our results indicate that January effect is persistent for both Borsa Istanbul (BIST-100) and Bucharest Stock Exchange (BET).
Introduction
Efficient Market Hypothesis (EMH) states that prices reflect all available information in a given market. In this manner, the efficiency of the market is related to the speed of the price adjustment mechanism to the arrival of new information in a market. In other words, if the prices in a market respond quickly to the newly arrived information, that market is efficient. This means that investors in that market cannot earn abnormal return consistently in that market (Karan, 2004, pp. 271-273) . However, it is seen that many observed price changes are contraray to the assumptions of EMH. These observed abnormal returns can be explained by calendar and return anomalies. Calendar anomalies may show up either daily, weekly, monthly or annually, whereby return anomalies come up as over or under reaction referring to the deviations from true value. If there is consistent abnormal return in January, it is highly possible to be explained by the so called January effect. It is accepted that there are many reasons for the existence of January effect. First, it is possible that there is higher risk in January which allow investors to get excess returns in January. Another reason may be the tax-loss selling hypothesis which induce that investors to realize their losses before the end of the year. Another reason may be the increasing demand to the stocks in a market due to the arrival of new information in January and the increasing money supply in this month as a result (Ö zer & Ö zcan, 2002, pp. 136-138) .
The purpose of this paper is to examine the January effect in Borsa Istanbul-100 and Bucharest Exchange Trading indices for the time period [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] . Power raito analysis are used to examine the January effect for these two emerging markets.The rest of this paper structured as follows. A summary of the literature about EMH and January effect is given in Section 2. Data and methodology is explained in Section 3. Empirical results are presented in Section 4 and finally, conclusions and policy implications are summarized in Section 5.
A Brief Literature Review
Though there is vast literature examining the January effect, there is no common point on the validity of January effect especially in emerging markets. It is seen that the majority of these studies differ interms of the countries analyzed, time period used and empirical findings reached. In one of these studies, it is found that investors get abnormal return in January and this excess return is higher for low value stocks (Wachtel, 1942, pp. 185-188) . It is also reported that returns in Australia stock exchange are quite higher (Officer, 1975, p. 29) . In another study, it is concluded that returns in January are much higher in New York Stock Exchange for the time period 1904 -1974 (Rozeff & Kinney, 1976 .
ijef.ccsenet.org International Journal of Economics and Finance Vol. 10, No. 1; 2018 In a study called "A Tax Loss Trading Rule", it is concluded that returns in January are considerably high and returns of small firms are even higher than the average (Branch, 1977, pp. 200-202) . In a study by Dyl (1977, pp. 170-174) , it is found that returns of smaller firms have higher rates of returns than larger firms and concluded that tax-loss selling hypothesis is the rationale for the existence of the January effect.
It is mainly argued that anomalies in January mainly arise due to the firms that made loss in the last year (Reinganum, 1983) . January effect is validated for many markets such as Montreal and Toronto Stock Exchange (Berges et al., 1984) , Amsterdam (Van Den Bergh & Wessels, 1985) , Madrid Stock Exchange (Santesmases, 1986) , Bruxelles, London, New York and Paris (Corhay et al., 1987) , Philippines (Aggarwal & Tandon, 1994) , Amman Stock Exchange (Alrabadi & Al-Qudah, 2012) , Borsa İstanbul (Aytekin & Sakarya, 2014) , United Kingdom, Singapur, U.S.A, Malaysia, Taiwan and Hong Kong Stock Exchange Markets (Ho, 1990 ).
There are also some other studies reporting contradicatory findings. In one of these studies it is concluded that though January effect exists, it is not persistent (Ö zer & Ö zcan, 2002, p. 153) . It is also found in this study that firm size can not explain abnormal returns observed in January. Though, January effect is validated for the main index of Borsa Istanbul, it cannot be verified for sub-indices such as XUGIDA, XUMALI and XUHOLD in this market (Küçüksille, 2012, p. 129) . In a study using daily data for the period 1989-2006, it is concluded that January effect does not exist for Borsa Istanbul (Ç inko, 2008, p. 47) . In another study, January effect cannot be validated 17 of 19 countries analyzed (Bohl & Salm, 2010, p. 173) . It is concluded in this study that January effect is not a consistent international phenomenon anymore. In a another study, it is reported that January effect is not persistent for Hong Kong, India, Indonesia, Japan, Malaysia, Korea, Philippines, Singapore, Taiwan, China and Thailand (Keong et al., 2010) . It is seen that there is no common point of view for the existance of January effect especially in emerging arkets.
Data and Methodology
BIST-100 and Bucharest Stock Exchange Trading (BET) daily closing prices for the time period 2000-2014 are used to examine the January effect. Return data are gathered from the official web sites of Borsa Istanbul (BIST) (www.borsaistanbul.com) and Bucharest Exchange Trading (BET) (www.bvb.ro). Monthly returns are calculated for each year starting from 2000 to 2014 using eqn. 1 below and average annual returns are estimated using returns of remaining months of the year. In addition, all data are used in natural logarithms.
Where is the period return rate, is the closing price of the index in period and −1 losing price of the index in period − 1.
The advantage of the this approach is that it enables making analysis when the return of January and other months have different signs. In order to calculate the power ratio, and are first calculated as shown in eqn. (2) and (3) below (Gu, 2003, p. 397 
(2)
After that, power ratio can be estimated by dividing the to Where is the return in January and is the return of the year. As it's seen in eqn. (2), in every case results in a positive number. Similarly, which accounts for the return of the year is always greater than zero (Gu, 2003, p. 397) .
In order to investigate the Janaruary effect, one should examine the power ratios in this method. In particular, there are three different cases. First, if R j is greater than R y , which means that return in January is larger than the return of remaining months, January effect may exist in that market. If R y is greater than R j , which means that return of the remaining months is larger than the return in January. Finally, if the return in January just equal to the return of the remaining months, the ratio gets the exact value of 1. Hence in our analysis power ratios are estimated starting from the year 2000 to 2014 both for BIST-100 and BET indices, which results in fifteen different power ratios for each of the indices. In order to validate the existence of January effect in our analysis, for at least eight of the fifteen cases R j should be greater than R y . The results are shown in Section 4.
Results
Natural logarithms of all returns which are calculated using daily closing prices of BIST and BET indices are presented in Table 1 and Table 2 respectively. At first glance, it is seems that returns in January for both BIST and BET indices are quite higher than most of the return series of the remaining months for the time period analyzed. It is seen in Table 1 that the highest return in 2000 for BET index was in January by 27.2%, whereas the lowest rate recorded was in August by -19.2% in 2000. The highest return for the BIST-100 index in the same year was in December with a rate of 18.2% whereas the lowest rate was recorded in February by -51.4%. In 2001, the highest of return for BET index was in in August by 13.7%, the lowest rate was in September by -10.8%. For BIST index, the highest rates of returns was recorded in April by 43.3%, whereas the lowest was in August with a rate of 57.7%. In 2002, the highest returns were in April by 27.9% for BET index, and in December by 35.3% for BIST-100 respectively. Lowest returns in 2002 were in November by -6.4% and in December by -33.4% respectively. Table 2 . BIST-100 index returns The highest return rate was in December by 8.2% for BET index, whereas the lowest rate of return was recorded in March (-3.3%) in 2003. For BIST-100 index, lowest return was in November (-11.1%), and the highest rates of returns was in April (-24.2%) for the same year. In 2004, the highest returns were in October (21.4%) for BET index, and in April (20.1%) for BIST-100 respectively. Whereas lowest returns in 2004 for both of the indices were in April. In 2005 and 2006, the highest returns were in January for BET index. The lowest return recorded was in March with a rate of -24% in 2005, whereas it was in May with a rate of -6.3% in 2005. For BIST-100 index, the highest rate of return was in November (14.5%) in 2005, and the lowest rate was in March (-13.6%). Surprisingly, the lowest return rate was recorded in January in 2006, whereas highest return was in May.
In 2007, monthly return in June was at its highest with a rate of 15%, whereas return rates hit its lowest in In 2009, BET index achieved its highest return in March (28%), whereas index dropped to its lowest with a return of -40.1% in January. In the same year, the lowest and highest returns were in April and in January respectively for BIST-100 index. In, 2010 and 2011 BET index achieved its highest return in July and October, whereas the lowest returns were in May and September respectively. For the same years, the highest returns were in July and March, whereas lowest returns were recorded in February and August in 2010 and 2011, respectively. In 2012 and 2013, BET index recorded its highest rates of return in February (10.5%) and in January (10.9%). Lowest returns of BET index returns were recorded in May and October for the same years. BIST index achieved its highest rates of return in June (12.7%) and September (11.5%). BIST index recorded its lowest rates of return in May and June for 2012 and 2013 respectively. Finally, BET index achieved its highest rates of return in June (4.9%), whereas the index dropped to its lowest level with a loss of 5.9% in October. BIST-100 index recorded its highest rates of return in March (10.9%), and lowest rates of return in January with a loss of 9.2% for 2012 and 2013 respectively. BET and BIST-100 index returns are shown in below Figure 1 . It is surprising that BET and BIST-100 index returns show quite similar pattern for the time period analyzed. This pattern may imply that these markets are highly correlated or may be driven by the same economic factors. Return rates in January are used to calculate the value which are shown in Table-3 It is seen in Table 3 that After examining value for the month of January, we calculate the returns in the remaining months of the year which is represented as and shown in Table 4 for the period 2000-2014. At least half of the power ratios which are given in Table 5 below for the time period analysed must be greater than 1 to ensure that January effect exist in that market. Table 5 In other words, our analysis show that the number of power ratios greater than 1 is 11 out of 15 years (73.3%) for BET index, and for 10 out of the 15 years (66.6%) for BIST-100 index. As a result, it is possible to say that a persistent January effect exist for both BEST and BIST-100 index.
Conclusions
In an efficient market, prices reflect all available information. In this respect, it is impossible to get abnormal return consistently in an efficient market. However, it is possible to see abnormal returns in many stock markets in practice. Previous studies have shosn that majority of these abnormal returns can be explained by calendar or return anomalies. In this paper, we examine January effect in order to explain the abnormal returns observed in January. Using daily closing price of Bucharest Exchange Trading (BET) and BIST-100 index, we analyse January effect with power ratio approach. Results indicate that January effect exist for 11 (2000, 2001, 2003, 2004, 2005, 2006, 2010, 2011, 2012, 2013 and 2014) of the 15 years for BET and 10 (2001 BET and 10 ( , 2002 BET and 10 ( , 2003 BET and 10 ( , 2005 BET and 10 ( , 2006 BET and 10 ( , 2007 BET and 10 ( , 2010 BET and 10 ( , 2012 BET and 10 ( , 2013 BET and 10 ( and 2014 of the 15 years for BIST-100 index. In other words, a persistent January effect is found for both BET and BIST-100 index. We think that tax-loss selling hypothesis, increasing money supply, new information in January may be the underlying reasons of the survival of the January effect in these markets. Fo future studies, this study may be improved by adding new data of developing and developed markets. Future studies may also focus on remaining calendar anomalies and compare the results with those of similar studies.
